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March   14,    1996 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Because  of  legislation  passed  by  the  1995  Legislature  to  reorganize  state 
government,  we  performed  a  limited  scope  financial-compliance  audit  of  selected 
division's  of  the  Department  of  Corrections  (DOC)  for  fiscal  year  1994-95.  The 
scope  of  our  audit  was  limited  to  the  following  divisions  and  bureaus  of  DOC  that 
were  transferred  to  the  Department  of  Public  Health  and  Human  Services  (PHHS)  as 
of  July  1,  1995: 

Mental  Health  Division 
Alcohol  and  Drug  Abuse  Division 
Special  Services  Division 
Reimbursement  Bureau 

The  objectives  of  this  audit  were  to: 

1.  Determine  if  the  financial  activity  recorded  on  the  Statewide  Budgeting 
and  Accounting  System  (SBAS)  for  fiscal  year  1994-95  was  reasonable. 

2.  Assess  compliance  with  selected  laws  and  regulations. 

3.  Determine  the  implementation  status  of  prior  audit  recommendations. 

4.  Make  recommendations  for  improvements  in  internal  and  management  controls. 

In  performing  the  audit  work,  we  used  applicable  standards  set  forth  by  the 
American  Institute  of  Certified  Public  Accounts  and  the  United  States  General 
Accounting  Office. 


Prior  Audit  Recommendations 

The  prior  financial-compliance  audit  of  the  DOC  included  21  recommendations. 
During  the  audit  we  followed  up  on  the  20  recommendations  that  were  partially  or 
wholly  applicable  to  the  portions  of  the  department  that  were  transferred  to 
PHHS.  We  found  the  department  has  implemented  13,  partially  implemented  two,  and 
did  not  implement  five  of  the  recommendations.  We  discussed  the  status  of  the 
recommendations  with  management  of  both  DOC  and  PHHS.  Based  on  these  discussions 
and  review  of  documentation,  we  determined  that  all  seven  of  the  recommendations 
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not  fully  implemented  are  currently  being  addressed  by  appropriate  management  and 
will  be  reviewed  again  during  the  next  PHHS  audit. 


Audit  Results 

As  a  result  of  our  audit  work,  we  found  the  financial  activity  recorded  on  SBAS 
for  fiscal  year  1994-95  is  reasonable,  and  the  divisions  and  bureau  are  in 
compliance  with  state  and  federal  laws  and  regulations  specifically  tested.  As 
part  of  our  audit,  we  also  considered  and  tested  the  control  system  as  it  relates 
to  our  audit  objectives.  We  found  the  control  system  was  adequate  to  prevent  or 
detect  material  errors.  We  make  no  recommendations  at  this  time.  More  detailed 
audit  work  will  be  performed  in  the  fiscal  year  1995-96  and  1996-97  audit  of 
PHHS. 

We  would  like  to  thank  the  directors  and  staffs  of  DOC  and  PHHS  for  their  help 
and  cooperation  throughout  the  audit. 


Sincerely, 


Scott  A.  Seacat 
Legislative  Auditor 
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